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S. 1527 (October 1. 1985 substitute) 

tsssts rot Irenes t proposal 
for sow federal eaployees 
and coaparison with curreot 
Civil Service Retirement System 


BASIC ANNUITY PLAN 



Current CSRS 

S. 1527 

(October 1, 1985 substitute) 

Eligibility 

federal eaployees who are net 
covered by aociai security. 

federal eaployees who are 
covered by social security. 

Required employee 
ceatribat ions 

7k of total pay. 

None, except for social 
security. 

testing of retireaeat 
benefits 

5 years service, provided 
employee does not withdraw 
bis own contributions. 

6 years service. 

Salary base 

Average of high-3 yrs salary. 

Average of high-5 yrs salary. 

Retireaeat beoefit 
foraule (accrual rate) 

1.5k a first 5 yrs. service, 
1.75k x next 5 yrs. service, 
2.0k x yrs. of svc. over 10; 
all times salary base. 

0.9k x first 15 yrs. service, 
1.1k x yrs. of service over 15, 
all tiaes salary base. 

Blifibility for retireaeat 



1. Uareduced 

Age 55 A 30 years service. 

Age 60 A 20 years service, 

Age 62 A 5 years service. 

Age 62 A 5 years service. 

2. Reduced 

No provisions. 

Age 55 A 10 years service. 

3. Involuntary 

Age 50 A 20 yrs. service. 

Any age A 25 yrs. service. 

Age 50 A 20 yrs. service. 

Aay age A 25 yrs. service. 

4. Deferred vested 

At least 6 yrs. service, 
and does not withdraw 
employee contributions. 

At least 5 yrs. service when 
eaployaent terninates. 

Amount of retireaeat benefits 



1. Unreduced 

Based on accrual rate, 
without reduction. 

Based on accrual rate, 
without reduction. 

2. Reduced 


(A) Age 55 A 30 yra. service, 
benefit reduced 2k for 
each year under age 62. 

(B) Age 55 A 10 yra. service, 
benefit reduced 5k for 
each year under age 62. 

3. Involuntary 

Reduced 2k for eacb 
year under age 55. 

Reduced 2k for each year 
under age 62. 

4. Deferred vested 

Accrued benefit 
payable at age 62. 

full accrued beoefit payable 
at age 62. Reduced benefit 
can be elected when foraer 
eaployee attains sge 55 
with the service needed for 
early retireaeat (10 yeara 
•r 30 years), with reductions 
at 5k or 2k per year under 62. 

Refunds 

Option to withdraw at 
separation bubs 
contributed with 
benefits forfeited. 

No contributions, thus 
no refund. 

Cost-of-living 
adjustments (COLAs) 

Annually, 100k of 
rate of inflation aa 
■enured by increase in 

Before age 62: None. 

Ages 62—66: CPI rate sinus 2 
percentage points. 
Ages 67 A over: full CPI rate. 

Optional foras of benefits 

Survivor annuity is 55k of the 
employee's unreduced annuity. 

If spouse dies first, annuity 
to employee is restored to 
unreduced amount. 

Subsidized (less than full 
actuarial reduction). 

1. Joiat-A-aurvi vor annuity, 
with 10k reduction while 
both eaployee A spouse are 
alive and reaain Berried. 
Surviviag apouae gets 50k 

of annuity payable to esplo- 
yee before tbia reduction. 

2. Social security leveling 
option, baaed on actuarial 
equivalent. Benefits are 
higher at ages 55-61, 
lower age 62 A after. 
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THRIFT SAVINGS FLAN P< 


Current CSR 5 

Contribution* 

(•■eluded f roe groan income 
to the extent permitted for 
Section 401(k) plans): 

1* Paid by employee and N/A 

■etched by employer 

2. Additional voluntary 

employee contributions, N/A 

not matched by employer 


Testing 


H/A 


I 


S. 1527 

(October l, 1905 aubatitute) 


Op to 59 of pay, with eeployer 
netching at $1 for each fi. 


Op to 59 of pay. Also, unused 
amounts may be carried forward, 
and contributed later up to 59 
of pay in any year, outside 
the usual limit on employee 
contributions of 109 of pay. 

Bmployee is immediately vested 
for own contribution*, 
employer contributions 
ousted at 209 after 
1 year of service, 
increasing to 1009 
after 5th year, with any 
investment gains/ losses . 


1. Bmployee nay elect N/A 

investment of own 
account in: 


2. Phase-in of private- 
sector investment 
option after thrift 
plan contributions 

begin : 


Payout of employee n/A 

retirement accounts 


Fund A— Government securities. 

Fund B“ Fixed— income securi- 
ties, using insurance 
company Guaranteed 
Investment Contract* 
(GlCs ) or other 
private-sector assets. 

Fund C — Equities, using an 

index fund (invested 
In proportion to a 
diversified common 
stock portfolio such 
as Steodard 5 Poor’s 
500 Stock Index). 


■squired to be in 


Contrib- 
utions in 
cal. year 

gov't securities 

Bmployee 

Employer 

1986 

■ /A 

N/A 

1987 

1009 

1009 

1988 

80 

100 

1989 

60 

100 

1990 

40 

100 

1991 

20 

100 

1992 

0 

100 

1993 

0 

80 

1994 

0 

60 

1995 

0 

40 

1996 

0 

20 


Bmployee may elect payout of 
vested account balance: 

1. As annuity. 

2. In cash (at retirement 
age or death) . 

3. As rollover to IRA (at 
termination of employment 
or death) . 

Active employees may not 
withdraw funds. 

Program of hardship loans to 
employees is to be established 
by January 1, 1988. 
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SURVIVOR BENEFITS 


PK ge J 


Preret ireaent death 
benefit, spouse or 
foraer apouae. 


Currant CSRS 


At death of 

active employee with 

18 aontha aervice, 

•urvivinR apouae 
gate 65* of: 

(A) annuity earned at death, 
or, if larger, the 
leaner of (B) or (C). 

(!) 40* of eatery bane, or 

(C) annuity earned with 
aervice projected to 

age 60 at aane 
•alary bane. 

Group life inaurance 
benefits also are payable. 

If eaployee electa to 
contribute part of coat. 


S. 1527 

(October l, 1985 substitute! 


At death of earned eaployee 
with aervice of at Icaat IK 
aontha, aurviving apouae gets 
annuity equal to 50* of 
eaployee * a annuity earned for 
aervice to date, without any 
reduction, and with service 
denned to be at least 10 years 
ia coaputiag thia annuity. 

Annuity payaeota atop when 
aurviving apouae renames 
before age 55 or dies. 

This benefit is payable in 
addition to any social secur- 
ity, group life inaurance or 
thrift plan death benefits. 


Preret ireaent death Unrelated to annuity; None froa plan: benefits 

benefit, children annually adjusted dollar provided by social security . 

anount varied by nunber 
of children, and whether 
or not orphaned. 


Optional post- 
ret ireaent 
death benef it, 
spouse or 
foraer spouse 


65* of earned retireeent 
annuity unless choice 
jointly rejected; 
option results in 
2.5* reduction to 
first *3,600 of annuity 
and 10* reduction 
to annuity over $3,600. 


Annuity to married retiree 
ia automatically reduced 
10 percent as in a 50* joint- 
and-survivor option to provide 
apouae a survivor annuity. 
(Autoaatic unless choice 
ia jointly rejected.) 


Children Same as for pre-retirement Rone froa plan; benefits 

death benefit. provided froa social security. 


Special provisions Benefits are the same Benefits are the sane 

for surviving as for surviving spouses, as for surviving spouses, 

f° r *« r spouses, subject to elections and subject to elections and 

or new spouses deposits in certain cases. deposits in certain cases, 

due to marriage 
after retirement. 


Basic Federal Employee Group 
Life Insurance ( FBGLI ) 
for active eaployees who 
contribute at current rates 


Amount equal to 2x annual pay 
up to age 35, grading down to 
lx pay at ages 45 l over 
(rounded to next higher 
*1,000 multiple, plus *2,000, 
disregarding salary above 
Executive Level II, with add- 
itional payment at accidental 
death or dismemberment). 


Active employees who contribute 
for basic FEGLI get supplemental 
death benefit at government 
expense, payable to employee's 
named beneficiary. 

Anount is 2x annual pay minus 
basic FEGLI anount. 


At age 65, or retirement if 
later, reduced at 2* per 
month until amount reaches 
25 percent of pre-65 amount , 
unless employee elects to pay 
full cost of extra protection. 


Hewly hired employees pay 
level contribution that covers 
2/3rds of lifetime cost. 
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DISABILITY BENEFITS 


P«*e 4 



Current CSRS 

S. 1527 

(October 1, 1985 substitute) 

Adninia t rat ion 
*od eligibility 

Provided froa CSRS, 
if employee baa 5 years 
of service for eligibility. 
Customarily paid after 
sick leave ia used up. 

Provided under separate 
Long-Term Disability (LTD) 
plan with third-party 
adnisistrator . Disability 
benefits are paid first froa 
unused nick leave, then 
after no further waiting 
period froa LTD plan, if 
employee has 18 months of 
service for LTD eligibility. 

Definition of dieability 

Unable to do any 

Job for which the 
employee is qualified 
in the same agency at 
the sane grade level. 

Employee must meet one of two 
definitions of disability-- 

1. Social Security definition: 
Unable to work in substan- 
tial gainful activity. 

2. Occupational definition: 
Unable to do any job for 
which the employee is qual- 
ified in the same agency 
and commuting area, at the 
same grade level. 



During disability, total 
income from work nay not 
exceed 602 of pay level for 
Tormer job, and employee may 
be given physical exams. 

Disability benefit 
amounts 

Annuity earned at onset, 
or if greater, the lesser of: 

(a) 40* of salary base, or 

(b) annuity based on 
service projected 
to age 60 at the 
name salary base. 

60 percent of high-5, offset 
after 5-nonth waiting period 
by 1002 of social security 
primary benefit, if any, 
payable to age 62. 

If employee meets only the 
occupational definition of 
disability, benefits are 
reduced one year after they 
begin to 40 percent of high-5, 
payable to age 55. 

Cost-of-living 
adjustments (COLAs) 
during disability 


Net benefit after offset 
increases at rate of increase 
in CPI, minus 2 percentage 
points . 

Betirenent benefits 
after disability 

Disability annuity 
continues for life 
if no recovery before 

Bornsl retirement age. 

During LTD benefit period, 
employee * s service continues 
to be credited toward basic 
annuity formula, high-5 for 
purposes of that formula goes 
up at rate of increase in CPI 
minus 2 percentage points, and 
employee nay participate in 
thrift plan. 



After long-term disability 
benefit period ends, employee 
is eligible for retirement 
benefits based on age and 
service at that time. 
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miscellaneous provisions 


pnge 5 


RttireMOt ages for 
special (roups; low 
anf orceaen t officers, 
firefighters, sir 
treffic controllers, 
etc. 


TreetBent of non-federal 
caployees as federal 
eaployees for purposes 
of retireBeot 


Current CSRS 


Law enforceaent officers 
and firefighters Bay retire 
at age 50 I 20 yearn service. 
Benefit is 2.5* of high-3 
tines first 20 years of 
service, plus 2* tines 
service beyond 20 years. 

Air treffic controllers 
nay retire after 25 years, 
or at age 50 A 20 years, 
with unreduced benefits 
under the regular foraula, 
but not less then 
50* of high-3. 

Other groups have special 
contributions, benefits. 


Certain groups ere 
included. 


S. 1527 

(October 1, 1985 substitute) 


Lew enforcenent officers, 
firefighters and air 
treffic controllers nay 
retire at age 50 with 20 years 
of service, or at say age with 
25 years of service, end get 
an unreduced annuity end a 
supplement payable to age 82 
equal to social security. 

National guard technicians 
nay retire at age 55 with 30 
years of service and get an 
unreduced annuity. 

No suppleneot is payable. 

Other groups get the regular 
benefits of the plan. 


Newly hired eaployees of the 
D.C. governnent are excluded 
froB thin progran. Other 
non-f ederel eaployees retain 
current coverage. 


Transfers 

eaployees 


of current 
to new progran 


N/A 


Current eaployees nay elect to 
Join social security and new 
progran through Dec. 31, 1987. 

Credit in current progran 
stops, except that the 
higb-3 pay continues to run. 
Employee retains survivor 
coverage froa current plan, 
hut not disability coverage. 
All service counts toward both 
prograas * eligibility for 
retireaeot and vesting. 

Kaployee is giveo credit for 
prior federal service toward 
eligibility for long-tern 
disability coverage. 

The aocial security 
windfall-benefit reduction 
and public-pension spouse 
offset are waived for persons 
with 5 or sore years of 
service under tbe new plan. 


Effective date and Effective date is Jan.l, 1987. 

transition froa 

ioterin Plnn Participants who contributed 

toward ioterin plan after 1983 
receive credit toward thrift 
plan for these contributions 
and Batching eaployer contri- 
butions plus interest. 
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Newly-covered employees may elect either of the following Options — 

Option A: This includes nil the regular provisions. See pages 1*5. 

Option B: The employee agrees to pny a higher contribution to net the special provisions 
outlined below. (Both Options are shown here for comparison. ) 


S. 1527 (October 1, 1985 substitute) 


Option A Option I 


Eligibility federal employees covered by federal employees covered by 

social security who do not social security who elect 

elect Option B when they are Option B when they are first 
first covered by the new plso. covered by the new plan. 


■squired employee 
contributions 


Betirenent benefit 
formula (accrual rate) 


None, except for social 
security. 


0.9% x first 15 yrs. service, 
1.1% x yrs. of svc. over 15, 
all tines salary base. 

(These percentages may change 
slightly, based on CRS cost 
estimate for Options A and B.) 


"Level employee contributions*', 
equal to difference between the 
employee contributions currently 
scheduled by law for CSRS and 
for social security, sanely: 

Calendar Op to S.S. Over S.S. 

year wage base wage base 


1987 1.3 % 7.0% 

1988-89 0.94% 7.0% 

1990 A after 0.8 % 7.0% 

Social security wage base is 
$39,600 in 1985, increasing 
in future years with the index 
of national average wages. 


0.9% x first 15 yra. service, 
1.1% x yrs. of svc. over 15, 
all times salary base. 
(These percentages nay change 
slightly, based on CSS cost 
estimate for Options A and B.) 


Bligibility for Age 62 A 5 years service. Age 55 A 30 years service, 

unreduced retirenent Age 62 A 5 years service. 


Amount of reduced 
retirenent benefits 


(A) Age 55 A 30 yrs. service, Age 55 A 10 yrs. service, 

benefit reduced 2% for benefit reduced 5% for 

each year under age 62. each year under age 62. 

(B) Age 55 A 10 yrs. service, 
benefit reduced 5% for 
each year under age 62. 


Amount of deferred 
vested benefits 


full accrued benefit payable 
at age 62. Beduced benefit 
can be elected when former 
employee attains age 55 
with the service needed for 
early retirement (10 years 
or 30 years), with reductions 
at 5% or 2% per year under 62. 


Tull accrued benefit payable 
when employee attains both 
age and service needed for 
unreduced retirement. 

Beduced benefit can be elected 
when former employee attains 
age 55 with 10 years service, 
reduced 5% per year under 62. 


fief unds 


No contributions, thus Employees who leave nay withdraw 

no refund. their contributions. If they 

have at least the 5 years 
service needed for vesting, 
they also get a deferred 
annuity based on the excess, 
if any, of the value of their 
vested annuity ainus their own 
contributions . 


Contributions to 
thri f t -sav ings plan 
(excluded from gross income 
to the extent peraitted for 
Section 401(h) plans): 

1. Paid by employee and Up to 5% of pay, with employer Up to 6% of pay, with employer 

matched by employer matching at $1 for each $1. matching as follows: 

first 1% matched at $1 per $1. 
Next 2% matched at $.50 per $1. 
Over 3% matched at $.25 per $1. 


2. Additional voluntary 
eaployee contributions, 
not matched by employer 


Up to 5% of pay. Also, unused Up to 4% of pay. Also, unused 
amounts nay be carried f orward , amount s nay be carried forward, 
and contributed later up to 5% and contributed later up to 5% 
of pay in any year, outside of pay in any year, outside 

the usual limit on eaployee the usual limit on employee 

contributions of 10% of pay. contributions of 10% of pay. 


Coit-of-lirin* adjustments 1) Retired, up to age 62: None. 1) Retired, up tn age 62: 

(for retirenent, survivor 2) Retired, ages 62*66. or CPI rate ainus 2 percentage 

A disability benefits) disability A survivor cases points. 

up to age 67: CPI rate minus 2) Betired, age 62 A up, or 

2 percentage points. survivor A disability cases 

3) Age 67 A up: Full CPI rate. at any age: Full CPI rate. 
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